KENTUCKY ECONOMIC INDICATORS

February Indicators as of May 4, 2004

KY Composite Index of Leading Indicators increased 1.6 percent for February.
X The Leading Index has increased in nine of the last ten months.

X The Leading Index rose by 1.8 percent over the same month last year.

X Component indicators were mixed; 2 positive, 2 negative, 1 constant.
- KY Labor Intensity Index decreased 0.8 percent.
o0 The Conference Board’s US Leading Index remained steady at 115.0.
- The Index of KY Initial Claims decreased 7.2 percent.
+ US Retail Sales increased 12.2 percent.
+ Louisville Help Wanted Index (HW1) increased by 5 points to 55.

KY Composite Index of Coincident Indicators increased 2.2 percent for February.
X The Coincident Index increased for ten consecutive months.

X Same-month-last-year growth was positive for the seventh consecutive month by 1.8 percent.

X Component indicators were mixed gainers over losers 2:1.
- KY Total Nonagricultural Employment decreased 3.7 percent.
+ US Personal Income Less Transfers increased 2.0 percent.
+ US Industrial Production Index increased 10.2 percent.

The Kentucky Leading Index experienced low to moderate growth for February, the fourth consecutive month of
positive growth. Overall, the growth is not robust and component indicators were quite varied ranging from +213.8
percent to -7.2 percent growth. Both US Retail Sales and the Louisville Help Wanted Index made moderate-to-
strong gains for February. Together these two components make up approximately 12 percent of the Leading
Index’s total weight. The Kentucky Index of Initial Unemployment Insurance Claims and the Kentucky Labor Intensity
Index fell for February. Together these two components make up approximately 64 percent of the Leading Index’s
total weight. The Conference Board’s US Leading Index was unchanged from January.

US Retail Sales have done quite well, increasing by 8.5 percent since the same time last year. Despite numerous
ups and downs in consumer confidence and employment patterns, general consumption patterns seem to be steadily
improving. In contrast, since February 2003 there has been a net decrease of over 3,000 jobs in Kentucky
Manufacturing Employment. In February Kentucky Manufacturing Employment fell back to 265,800 jobs, losing
most of the gains from January. On the positive side, same-month-last-year growth improved for the second straight
month for Kentucky Nonagricultural Employment after two years of downward movement.

US Consumer Sentiment was strongly negative for February following four consecutive strong positive months. The
series has been pretty erratic over the past year, probably heavily influenced by the Iraq War and erratic energy
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About the I ndicators

Kentucky Reference Series

Inflation-adjusted personal incomelesstransfer paymentsand policy-adjusted general fund tax receiptsare combined toform
the GOEA compositereference series.

Kentucky L eading I ndicators

® GOEA Labor Intensity I ndex: Composed of seasonally adjusted weekly hours multiplied by employment for thefollowing
manufacturing industries: Lumber products, chemical and allied products, rubber and plastic products, fabricated metals, and
trangportation equipment.

® GOEA Initial Unemployment I nsurance (Ul) ClaimsIndex: Thisindex hastwo components: Kentucky Ul claimsin their
first month of payment and total U.S. initial claims. Additional claimsfor Ul arethe subset of initial claimsfiled by workers
who have previoudly filed Ul claims but are currently filing new claims with intermittent workforce attachment since their
original claim. Theclaimsin their first month of payment without intermittent qualified experience performed better in the
testing process and were chosen accordingly.

® | ouisville Help-wanted I ndex: The Conference Board computesan index of hel p-wanted advertisementsfor major regions
across the United States; Louisvilleisthe only city in Kentucky covered by the Conference Board.

® U.S. Manufacturing and Trade Sales: This series outperformed Kentucky sales tax receipts and U.S. total retail sales.
Current manufacturing and trade sales help form the basis for business expectations for the immediate short run. Since

production and investment do not occur instantaneoudly, the formation of expectations (manifested through current manufac-
turing and trade sales) should dlightly lead the business cycle.

® GOEA U.S.Leading I ndex: Wediminated two variables, Ul Claimsand weekly hours, from the U.S. leading index sincewe
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